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FINANCIAL HIGHLIGHTS 


SELECTED FINANCIAL DATA 


(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS) 
(YEARS ENDED DECEMBER 31ST) 2002 


SUMMARY OPERATIONS 


Be UCC scl iy oles ok ee es ee es ($ 3,953) 
“oot ence Seal DSC) ay asa ae eae (8,857) 
ier tarnimgs (Loss) Per Share ................. (3.48) 
Diluted Net Earnings (Loss) Per Share ........... (3.48) 


FINANCIAL DATA 


te Se Nini oa ein bie ee daw 8 53,135 
OCLs CECQUIEW es lees 6 sisi bis ae topes 5 dws a 42,094 


DinaG enc seem oMArews saine ces cose cen od aio Gone e oh 0.15 


COMMON STOCK INFORMATION 


The company’s shares are listed on the Toronto Stock Exchange 


under the symbol SEC. 


FISCAL QUARTER High 
OE ag Gy ale A $ 17.60 
S@OnaGl. 6 bso o Biles Se Seen ee 18.00 
TPL  y 3 gg xe le cS e NI eee ee 17.50 
[POXUTAHG. oo o cob, 6 SoA 0 en eee ee ee 16.50 
TOTAL ASSETS (5 thousands) SHAREHOLDERS’ EQUITY (5 thousands) 
69,819 


68,421 67,864 


60,861 


55506 54,115 


“149 oe 


2001 


$ 7,326 
526 
0.20 
0.19 


67,864 
Dye tl 115) 
0.15 


2002 


Low 
$ 17.50 
17.50 
16.35 
StS 


2000 1999 1998 
$ 16,967 $ 10,018 $ 10,342 
8,136 5013 3,019 
3.08 1.91 1.08 
2.94 1.87 1.05 
69,819 68,421 60,861 
55,506 47,368 44,149 
0.15 0.15 0.15 

2001 
High Low 
$19.00 $ 18.00 
19.00 18.00 
18.00 17.25 
18.00 17.00 

BOOK VALUE PER SHARE (5) 
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MANAGEMENT'S DISCUSSION & ANALYSIS 


RESULTS OF OPERATIONS 

The year 2002 has been one of the most challenging 
years in our history. We have been living in a very 
difficult period — a weakened global economy with 
heightened world tensions. We have had market turmoil, 
a barrage of bad news and accounting scandals that 
have marred the business world, and a seemingly 
relentless decline in equity values. We have been 
adjusting to the new realities of the market by focusing 
our energy on asset preservation and safeguarding the 


financial health of the company. 


Senvest Capital Inc. (Senvest) recorded a net loss of 
$8,857,369 or $3.48 per share for fiscal 2002. This 
compares to net earnings of $526,138 or $0.19 per 
share in 2001. Book value is $16.66 per share and 
shareholders’ equity is $42.1 million. 


Equity prices continued to decline in 2002, closing out 
their third consecutive year of substantial percentage 
losses. This severe and prolonged downturn has had a 
major impact on the company’s performance in 2002. 
Provisions and write offs in equity holdings are 
responsible for Senvest’s net loss this year. Net gains of 
$06.4 million on sale of equity holdings were more than 
offset by $14.4 million of provisions and write-downs on 
equity holdings. This also resulted in reducing the equity 
holdings asset to $39.8 million from $51.3 million in the 
prior year. These provisions and write-downs were 
applicable to both marketable equities and private 
holdings. Impairment in the market capitalization of 
many companies has become a reality and it is only 
prudent to reduce the carrying cost of these assets to 
reflect this fact. Even as the company’s equity holdings 
have been adversely affected in this long and sharp 
decline in the capital markets, Senvest remains in a solid 
financial position and is able to participate fully in any 
sustained recovery. There is still a lack of confidence as 
to whether the slow improvement in the economy can 
endure and turn into an upward cycle. Business remains 


challenging for the short-term but a great deal of 
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long-term value is there to be realized. 


Senvest International, a wholly owned subsidiary, is 
engaged in merchant banking activities and has 
extensive equity research capabilities. This expertise 
enables the company to expand core holdings and also 
to maintain a base portfolio of publicly traded securities 
as a means of providing liquidity for these efforts. 
Through its Senvest Fund Management enterprise, 
Senvest International, manages a fund for institutions 
and qualified investors. Its focus is primarily on small 
and mid-cap companies in high growth industries with 
strong fundamentals and limited analyst coverage. 


Through its subsidiary, Pennsylvania Properties (PPI). 
the Company has a portfolio of minority real estate 
holdings, mainly in the United States. PPI invests as a 
limited partner in selected properties. The commercial 
real estate environment has also been affected by 
weakness in the economy. Market activity has fallen off 
dramatically. Income from real estate holdings decreased 
to $3.5 million from $4.1 million the previous year. 
Total real estate holdings decreased to $6.1 million from 
$12.6 million in 2001. The decrease was the result of 
the sale of two properties and a write-down of a third 
one. The remaining holdings in the portfolio continue to 


perform well and cash flows are steady. 


Effective this fiscal year, the Company has begun to 
record option related compensation directly on its 
financial statements as an expense and a corresponding 
liability. All the accrued expense amounts, totaling 
$2,086,000 as at the effective date of January 1, 2002, 
are shown against retained earnings. The year-end 
change in market price of Senvest shares resulted in 
the accrued stock option-based compensation liability 


to be $1,677,000. 
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LIQUIDITY & CAPITAL RESOURCES 

We are preserving what we believe to be a strong 
liquidity position. At December 31, 2002, Senvest had 
total consolidated assets of $53,135,705 and liabilities 
of 11,041,846. Equity holdings totaled $39,837,434 
including $33,146,452 of shares with quoted value. 
These shares with quoted value had a market value of 
$39,766,236 at year-end. Cash and cash equivalents 
were $1,449,139, and real estate holdings totaled 
$6,120,667. Liabilities consisting of bank advances, the 


net amount due to brokers, and equities sold short was 


reduced to $8,089,804 from $12,517,278 the prior year. 


Senvest has a number of diversified holdings with 
various levels of participation in both public and 
privately held companies. Some of the larger holdings at 
year-end included Astral Media, DSP Group, and 
M-Systems Flash Disk Pioneers. 


Astral is one of Canada’s major communications 
companies. Its main operations are in broadcasting, 
including English and French specialty, pay and 
pay-per-view television services, and radio. DSP Group 
is a fabless semiconductor company. It develops and 
markets digital signal processing cores and integrated 
solutions for the wireless telephony and other 
communications markets. M-Systems Flash Disk 
Pioneers produces flash disk data storage devices. 


On June 9, 2002, Senvest has commenced a new normal 
course issuer bid to purchase a maximum of 139,000 of 
its own common shares before June 10, 2003. The 
company has purchased 42,400 common shares in the 
year 2002, including 13,100 under the new issuer bid. 


Looking forward into 2003, we believe that the majority 
of the high profile corporate scandals are behind us. As 
the uncertainty surrounding the geopolitical situation 
begins to ease, stimulative fiscal and monetary policy 


should help the economy to continue moving forward in 
2003. With this backdrop we are encouraged that 


investor confidence will improve throughout the year. 


The Company's financial picture is very solid and it is 
well positioned to participate fully as economic health is 
restored and a new cycle of economic expansion takes 
hold. As in the past, we will continue to seek 
opportunities with long term potential and stay focused 
on enhancing shareholder value in the long term. It is 
still significant to note that in a time when markets have 
been hitting five year lows; Senvest’s book value is up 
more than 11% over a five-year period and more than 
400% over a ten-year period. 


Vita Yn #7 


Victor Mashaal 
Chairman of the Board and President 


April 2003 
(This statement supplements the detailed information presented in the 


Consolidated Financial Statements and Notes). 
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AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Senvest Capital Inc. as at December 31, 2002 and 2001 and the 
consolidated statements of earnings (loss), retained earnings and cash flows for the years then ended. These financial 
statements are the responsibility of the company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
the company as at December 31, 2002 and 2001 and the results of its operations and its cash flows for the years then 
ended in accordance with Canadian generally accepted accounting principles. 


Prretantirheualorpes LLf 


Chartered Accountants 


Montréal, Canada 
February 28, 2003 


MANAGEMENT REPORT 


The financial statements for the fiscal year ended December 31, 2002, were completed by the management of Senvest 
Capital Inc., reviewed by the Audit Committee and approved by the Board of Directors. They were prepared in accordance 
with accounting principles generally accepted in Canada and are consistent with the company’s business. 


The company and its subsidiaries maintain a high quality of internal controls, designed to provide reasonable assurance 
that the financial information is accurate and reliable. The information included in this Annual Report is consistent with 
the financial statements contained herein. 


The financial statements have been audited by PricewaterhouseCoopers LLP, the company’s auditors, whose report is 
provided above. 


Vila ben 2 
Victor Mashaal 


Chairman of the Board and President 
Senvest Capital Inc. 
March 30, 2003 
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| CONSOLIDATED BALANCE SHEETS 


(AS AT DECEMBER 31, 2002 AND 2001) 2002 
ASSETS 
im TONE e HUCOMUNV ACTS a) 2 Sie tl crvane cn sudene ule Se aerh asides ST es aes aes $ 1,449,139 
oll LE'QRES, (BIRO) 20686 ve, cus RU MR ge ay 2a 3,025,908 
BMPPRIRMT SE EASE ACEO CD 2882 pees sae stcusra be diet oalern seeks Be tes PG m Geis we vig sie Fb = 39,837,434 
So SRI S050 EG se rR er a 6,120,667 
ROMER OTO UCSC ROLE JO) eto jr cranel es cease Alera Ney ae Rate eee ae en eo 1,550,000 
RSS OTee (OIG aH as a a en (ede pac ey 
53,135,705 
LIABILITIES 
eM Mr RM OUC ena ral core cen ac Vol scien ences ee Oo eye es ake Based Be 710,498 
eee CEE COGS Per OPEC Tan ihe yet inte hdd Shon avi a had eietos) nd ee ane mea cas, Shaina - 
Bete Bees Olas ie. fei. ka ce) eR eas EE ee Ose Lae nae bial: 1,316,902 
Peecmmramavanieancdaccruce liabilities .o.40.06 9 a lew ode ohh er te Sota ok alas 479.011 
Mae eeTN MANe PO AV ADE Sonate .t a+ Rigi wrong videre oie Govae Gates Boe an cots Wa Nets sides @ Ses 796,435 
PecruecstGci: Oplion-Dased COMPCOSALOD |. croc 6c6 oe ends Bie Sale Shen RG ays ae Oke 1,677,000 
11,041,846 


SHAREHOLDERS’ EQUITY 


Be TesCO CK (MOLE On hig thse toed 590g eer Ceres a ouee gt oe ae Oo nth oie ate 3 (O9,240 
Pa erIIRO CPE SEMIN Ser. ir ese hd neck aged ole ta Te apron isc os, RAO At recone GO) MRA O. ey 38,334,614 
42,093,859 
53,135,705 


Approved by the Board of Directors 


Mies fom? 


Victor Mashaal, Director 


VV Manel 


Frank Daniel, Director 


2001 


$ 982,153 
51,369,552 
12,677,898 

1,500,000 

1,334,511 


67,864,114 


56,065 
9,272,814 
3,188,399 

660,098 
571,454 


13,748,830 


3,196,210 
90,319,074 


54,115,284 
67,864,114 
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CONSOLIDATED STATEMENTS OF EARNINGS 


(FOR THE YEARS ENDED DECEMBER 31, 2002 AND 2001) 2002 
REVENUE 
Net. gairi.on sale of equity holdings;. as... sa es eee ee $ 6,407,632 
Provisions and write-downs on equity holdings 2.2) 5.2. 1.2... oe ses eee (14,449,065) 
Income: from-real estate holdings: 52.5. a. ays ee ee ee eae a DO Oe, 
Other inComie -c.4-ai inet oe, ie ae Se se eee ee ee a 563,202 
(3,953,049) 
OPERATING COSTS AND EXPENSES 
General -and administrative expenses (note 5(b)) 22. eas re ee 3,490,947 
Interest: and bank charges: 2.62.4 :J6 1 te dee ene eee ee ce 370,904 
Foreign exchange loss (gaint) isc 0.5 eee (396,527) 
3,465,324 
EARNINGS (LOSS) BEFORE INCOME TAXES...............0c00e eevee eeee (7,418,373) 
PROVISION FOR INCOME: TAXES s(rrcten( ) cist ee eteen eee re 1,438,996 
NET EARNINGS (LOSS) FOR) THE YEAR a sete (8,857,369) 
NET EARNINGS (LOSS) PER SHARE (note 7)..........0....0ceseeeeeeeeee (3.48) 
DILUTED NET EARNINGS (LOSS) PER SHARE (note 7).............0.0se0e- (3.48) 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
(FOR THE YEARS ENDED DECEMBER 31, 2002 AND 2001) 2002 


BALANCE — BEGINNING: OF YEARS 0.30 ee ee es ee 50,319,074 


Change inaccotinting policy (molest) 4.42 ee ee ee ee eee (2,086,000) 
Net. earnings’ (loss *for the:year-a. 20sec ee ee ee oe (8,857,369) 
39,375,705 

Dividends’. sgt ss, S.cace-s ade ee oe eee te ee ce re 381,034 
Premium on repurchase of common sharesinote O(a)) 2. 4.2.55 .. eee es eee 660,057 
Redemption. -of options s.. Ys _..3 Wisc aad nese neha ee - 
1,041,091 

BALANGE’— END OF YEAR oriets 3.6 sasree neces oo eer ae 38,334,014 
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2001 


$ 5,775,413 
(3,488,437) 
4,103,472 
935,067 


7,325,515 


4,216,739 
766,652 
583,636 


5,067,027 


1,758,488 
1,232,350 
526,138 
0.20 

0.19 


2001 


51,661,598 


526,138 


52,187,736 


386,192 
1,095,457 
387,013 
1,868,662 


50,319,074 
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~ CONSOLIDATED STATEMENTS OF CASH FLOWS 


(FOR THE YEARS ENDED DECEMBER 31, 2002 AND 2001) 
CASH FLOWS FROM 


OPERATING ACTIVITIES 


REE etm Oas) OL UNe VCAT o.oo os ee Lena etek kee SL Pee een bees 


Adjustments for 


ere eamOie sale Ole UIUY Ol MINES Wiria Gnas niente im ve Sid eve ee we ean Bm & t 
Provisions and write-downs on equity holdings.........................- 
Peoricuromi real estate NOldIIg6: «nes sh acs sles Kies se lige we Ge ewe ye es 
Peer so iOn COMpehsaliON LECOVELY . ..- 2ccjc8 eo. ec cee ele poeta es eens nae 
a PR COU LAKES Ae oh alg Sine a aie Lager Sy eee SA chet wae eas. ioe eg ba.9, Guce 
ueMaMEO ROS C ALE IDOLALIEO GS Aco ts itins & oe oh ts: Sitar ch ony 2S. oced aac ais ai aie ene els mos 
Peewmurtions received on realestate holdings... 6... ce ieee ee eee wee ees 
emer PADS OMIA Goes ta coi le onl Shove Gases) © Saw depose Sao ay mw wie, Sen he Ae 
ieee emOtescale OL CQUILYLMOLOII ES (cc.5 ln ts cies on = Lae Se tg als Swanger as 
PEE IMCRIEORITE LESSEE Sar. ce hN 2 dish 5 sons 5 anh alate suas Bis cua baer cr Gee and Ree Shee Apes 
SROs ee Ie MILE Ce GOL CMOLL tris cic OSes os ae be, S agent pw, Sf AR ole 8/6 -Dke OEM eyes 3 
Mecrease in accounts payable and accrued liabilities ». 2... 56055 0c5n eee eet es- 


iMereasejecrease) in income taxes payable... ic... oes 6s ee ob sein Behe we San 


FINANCING ACTIVITIES 


aC EE ASCE MOE IEOLN DLOK CLS O nsecc eines ote eee Se USE es eS a ee eee ee. 
Heere ase. (decrease). bank advances..2 2 sjile' 64 <2 os «2 os ssl angen Bal cue pee aie 
Pacgence (decrease) 1 due tO DTOKELs © 6 is such. seve aie cee Oss aa « Wp iim cn nai Rls 
Bere CCST Oe SUEATICE, OLS ATES) oats woh oy dren Cord Ae weer e de? lr eee eee ene = 
PUOPPIE LISA SEoOl COLMIMOI 6 RATES oA) hs cvnr setae meee Boe dt Sa Meee ee Rea 
Rete e Ul CiNtOn OP ULOIIS Lats) Svc ad giana) Sosy sor oe aye eee as ante oe ake an 
“NCTE at Fe, sa ee I le: Fa ge ee OR eng a a eI ere 2 Beer aeors 


FOREIGN EXCHANGE GAIN (LOSS) ON CASH HELD IN A FOREIGN CURRENCY .. 
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS............... 
CASH AND CASH EQUIVALENTS — BEGINNING OF YEAR................. 


CASH AND CASH EQUIVALENTS — END OF YEAR..............---2+-408 


2002 


(8,857,369 


(6,407,632 
14,449,065 
(3,525,182 
(409,000 
(50,000 
(226,490 
10,308,903 
(45,136,432 
48,627,117 
186,304 
4,190,503 
(181,087) 
224,981 


13,193,681 


(3,025,908 
654,433 
(9,272,814 
26,000 
(723,022 


(381,034 


(12,722,345) 


(4,350) 
466,986 
982.153 


1,449,139 


2001 


526,138 


(5,775,413) 
3,488,437 
(4,103,472) 
(2,617,229) 
6,094,715 
(35,364,465) 
39,648,801 
58,441 
1,916,859 
(123,899) 
(2,247,484) 


1,501,429 


(133,240) 
23,379 


(1,143,279) 
(387,013) 
(386,192) 


(2,026,345) 


61,945 
(462,971) 
1,445,124 


982,153 


(QUERE H 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1 SIGNIFICANT ACCOUNTING POLICIES 


Principles of consolidation 

These consolidated financial statements include the 
accounts of the company and its subsidiaries, which 
have been accounted for using the purchase method. 


Management estimates 

The preparation of financial statements in conformity 
with generally accepted accounting principles requires 
management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date 
of the financial statements and the reported amounts of 
revenue and expenses during the reporting period. 
Actual results could differ from those estimates. These 
estimates are reviewed periodically and, as adjustments 
become necessary, they are reported in earnings (loss) in 
the period in which they become known. 


Change in accounting policy 

Effective January 1, 2002, the company adopted the 
recommendation of the Canadian Institute of Chartered 
Accountants ("CICA") Handbook Section 3870, 
Stock-based Compensation and Other Stock-based 
Payments. The effect of this new recommendation 
requires the company to record certain option-related 
compensation as an expense and a corresponding liability. 
The effect of the adoption has resulted in a charge of 
$2,086,000 to retained earnings and a corresponding 


increase in liabilities, effective January 1, 2002. 
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Fair value of financial instruments 

The company has estimated the fair values of its financial 
instruments based on the current interest rate environment, 
related market values and current pricing of financial 
instruments with comparable terms. The carrying value 
of its financial instruments approximates their fair 


value, unless otherwise indicated. 


Cash and cash equivalents 
Cash and cash equivalents include cash on hand, bank 
balances and short-term highly liquid investments with 


maturities of three months or less. 


Equity holdings and equities sold short 

Equity holdings are carried at average cost except where 
there has been a provision for possible loss in value that 
is other than a temporary decline, in which case the 
holdings have been written down to recognize the loss. 


Equities sold short are recorded at the quoted amount 
on the transaction date. Provisions are taken where the 


market value of the underlying equities has increased. 
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Real estate holdings 


Real estate holdings are valued using the equity method. 


Foreign currencies 

Monetary assets and liabilities denominated in foreign 
currencies including those of integrated subsidiaries are 
translated into Canadian dollars at the exchange rate 
prevailing at the balance sheet date and non-monetary 
assets at the exchange rates prevailing when the assets 
were acquired. Transactions denominated in foreign 
currencies are recorded at the exchange rates prevailing 
at the transaction date. Gains and losses arising from the 
translation of foreign currencies are included in net 


earnings (loss) for the year. 


Stock-based compensation plans 

The company has two fixed stock option plans, which 
are described in note 5(b). Under both plans, the 
company accounts for its grants with the fair value 
based method of accounting for stock-based compensation. 
The compensation cost for those plans has been included 


in earnings (loss) for the year. 


2 EQUITY HOLDINGS 


Shares with quoted value (market value of $39,760,236; 
OES O46 .G02 ye gus woe kes ovr abu eee isl ieee 


Senvest Partners Ltd. (market value of $7,245,470; 


DOG ahd oe BAS Oe Soe veer ee ee ee 
DEUS PETTITT 8 OCR) CG 0124 noe re 


eee Rae eee $ 33,146,452 


Income taxes 

The company applies the liability method in accounting 
for income taxes. Under this method, future income 
taxes are determined using the difference between the 
accounting and tax bases of assets and liabilities. The 
tax rate in effect when these differences will reverse is 
used to calculate future income taxes at the balance 
sheet date. Future income tax assets are recognized 
when it is more likely than not that the assets will 

be realized. 


Earnings per share 

Net earnings (loss) per share is calculated using the 
weighted average number of common shares outstanding 
during the year. Diluted net earnings (loss) per share is 
calculated using the weighted average number of common 
shares outstanding during the year based on the 
application of the treasury stock method for the 
calculation of the dilutive effect of stock options and 


other dilutive securities. 


2002 2001 


$ 41,799,088 


Scans aire eR ie 4,182,000 4,182,000 
ee ea ee 2,008,982 5,388,464 
39,837,434 51,369,552 


Senvest Partners Ltd. is a fund established by the company in which the company is also a limited partner. The company 


provides investment advisory services to Senvest Partners Ltd., which had a net asset value of $24,646,996 as at 


December 31, 2002 (2001 — $40,128,005). 


The company has entered into financial instruments for investment purposes consisting primarily of futures to purchase 


precious metals and futures to sell currency. At the balance sheet date, the futures were valued at the gain or loss that 


would arise as a result of closing the position. As at December 31, 2002, the aggregate contracts’ notional amounts 


totalled $12,752,289 (2001 — $9,673,083). 
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3 OTHER ASSETS 


Included in Other assets are non-interest-bearing loans to 
employees and senior executives used to purchase company 


shares in the amount of $589,612 (2001 — $575,080). 


4 CREDIT FACILITY 

The company has available a $5,000,000 or a 

US $3,125,000 operating line of credit bearing interest at 
prime rate. Under the facility, the company can obtain 
banker’s acceptances up to a maximum of $2,500,000 
bearing interest at LIBOR plus 1.5%. As at December 31, 
2002, no banker’s acceptances were outstanding. As at 
December 31, 2002, $710,498 (2001 - $56,065) was 
outstanding under this facility. 


The company has pledged certain equity holdings, having a 
carrying value of $625,068 (2001 — $970,251) and a fair 
market value of $4,680,942 (2001 — $7,479,681). 

In addition, a first ranking movable hypothec on all of the 
assets of the company has been granted as collateral. 


5 CAPITAL STOCK 

a) In 2002, the company began a new normal course issuebid 
to purchase a maximum of 139,000 (2001 — 140,000) of its 
own common shares before June 10, 2003. During the year, 


Authorized 


An unlimited number of common shares 


Issued and fully paid 


2,926,724 Common shares (2001 - 2,565,124) ....... 


Sees ects srt tala nce es, Siva Be aes $ 3,759,245 


the company purchased 42,400 common shares 

(2001 — 64,200) for a total cash consideration of $723,022 
(2001 — $1,189,529). The excess of the consideration paid 
over the stated capital for these shares is presented as a 
premium on repurchase of common shares in the statement 
of retained earnings. 


b) The company has two fixed stock option plans which were 
established for employees and senior executives. Under the 
first plan, the company may grant options for up to 335,500 
common shares, all of which to date have been fully granted. 
Under the second plan, the company may grant options for 
up to 270,000 common shares, of which 224,000 options 
have been granted to date. Under both plans, options are 
granted at any time during the year and vest immediately. 
The exercise price of each option may not be lower than the 
market price of the company’s stock on the day preceding the 
date of grant. An option’s maximum term is ten years. 

Under both plans, the fair value of each option is calculated 
based on the market price of the company’s stock at the 
balance sheet date. As a result, the compensation expense 
recovery for the year was $409,000 and has been recorded 
as a reduction of general and administrative expenses. 


2002 2001 


$ 3,796,210 


Changes in the number of options outstanding were as follows: 


2002 2001 

Number Weighted average Number Weighted average 

of options exercise price of options exercise price 

Outstanding - beginning of year 416,000 SeL2 72 389,00 $ 11.42 

Granted 71,000 16.35 71,000 17.00 

Exercised (4,000) 6.50 (6,000) Tact 

Redeemed and cancelled - - (38,000) 8.20 

Outstanding - end of year 483.000 13.31 416.000 ; 12.72 
Options exercisable at year-end 483,000 416,000 
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The following options were outstanding and exercisable as at December 31, 2002: 


Range of Number Weighted average Weighted average 

exercise prices of options remaining life (years) exercise price 

$6.50 - 9.75 98,500 3 $ 8.13 

$11.00 - 11.40 171,500 6 » iLAS 

$16.35 - 19.00 213,000 9 » i745 
483,000 


6. INCOME TAXES 
a) The provision for income taxes is detailed as follows: 


2002 2001 
MME URE EE MNIIC ENRICO LE ANE S Bet ers. chp, c. Fire bay iee wick eh wd shal AND Macc DIONE “ap tive elon Se Oe $ 1,488,996 $ 1,232,350 
Ee Ie AS COUNOMIAKEG AAR De ie ws ci eos ese ene Gd Od ann a eee Ale wk Riel (50,000) - 


$ 1,438,996 $ 1,232,350 


b) The income tax rates differ from the basic Federal and provincial rates due to the following: 


2002 2001 
ele ederalrare lessrprovincial deduction ...6.2 «onic sisd ea alsa dee oiae wae (294) % 29.1% 
Reema nite CeO EOV ICIS PALCG? «oc. Geen oni aie k Sx. e ly Dee ae Oe ane er es (16.7) 16u 
(45.8) 45.8 
INou-taxable dividends received 52.923 Se ean es ne te akan ee 32 (0.4) (2.2) 
on -taxaple: POron Of Capital PAINS p0 oe den Sa ses Moo eT a wi ge a we en (6.0) (21.0) 
Difference in foreign operations statutory income tax rates................-.--. TAO 38.0 
See es ENO EN Ole s oh a Rait fie ges ANS. eae are ore eG ek Ra 0.6 9.4 
19.4 70.0 
c) The net future income tax assets as at December 31 are detailed as follows: 
2002 2001 
Future income tax assets 
Bi Uc rR Ole eS ae Sorters NEES GS. wo oA os Sellen a ematuemd 3 $ 1,385,000 $1,335,000 
Pepa ca icem Mal O Sed Me. Gic! Sea one ioe hbone Wis ss eS Ce eer ee | Ge 350,000 350,000 
Future income tax lability on real estate holdings .. .2... 2.0.0.0... 4as-098 (185,000) (185,000) 
1,550,000 1,500,000 
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7 EARNINGS PER SHARE 


The following table provides the reconciliation between net earnings (loss) per share and diluted net earnings (loss) per share: 


2002 2001 
Net.earnings (loss) applicable to common shares’ .5... 2.222 au ei a ee $ (8,857,369) $ 526,138 
Weighted average number of common shares outstanding .................-.-.. 2,047,926 ams Kio eis ti! 
Effect of dilutive:stock options S. s5.2.o8c.4 ees eae ee ee ne 84,849 126,413 
Weighted average number of diluted common shares outstanding ................ 2,632,775 2,700,150 
Net earnings (loss) per-share: < .cc.5 0.0.20 einul oe sal oe a ee ee (3.48) 0.20 
Diluted net earnings. (loss)/pershares. 2.50 ee (3.48) OR Be) 


8 COMMITMENTS 


a) The future minimum rental payments for leased premises under long-term leases are as follows: 


2O0S 65 ag oie he eae ne eee $ 318,133 
ODA ahlecade cottons ope tiene RS 278,140 
DOOD cis ote Ren eee eA aaa ee 191,767 
ZO OG 5 Sie See ap Ae Re ee A ae 1918767 
DOO Tahoe eect Gaeta een ete teat: 95,884 


b) As required by certain of the company’s investments in equity holdings, the company has committed to additional 
contributions of $867 680. 


9 SUPPLEMENTARY INFORMATION TO CONSOLIDATED STATEMENTS OF CASH FLOWS 


2002 2001 
Cash paid for miterest's ga. 2.tece an eae ee eee eA set oh $ 764,641 $ 739,434 
Cash paid for mcome taxesi< aaeciee oe ees ea oe ee ee) a te dee ee To Wes 8 3,593,639 


10 SEGMENTED DISCLOSURE 


The company is managed as one operating segment for which its investments in equity holdings and real estate holdings 
are primarily within the United States. 


11 COMPARATIVE FIGURES 


Certain comparative figures have been reclassified to conform to the basis of presentation adopted in the current year. 
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BOARD OF DIRECTORS | 


* Victor Mashaal 
Chairman of the Board & President 
Senvest Capital Inc. 


* Ronald G. Assaf 


Business Executive 


Frank Daniel 
Secretary -Treasurer 
Senvest Capital Inc. 


* Donald E. Dunn 


Business Executive 


Richard Mashaal 
Vice-President 
President, Senvest International L.L.C. 


*Member of the Audit Commitee 


INVESTOR INFORMATION 


AUDITORS 
PricewaterhouseCoopers LLP 


Montréal, Canada 


LEGAL COUNSEL 
Lapointe Rosenstein 
Montréal, Canada 


TRANSFER AGENT & REGISTRAR 
Computershare Trust Company of Canada 
1800 McGill College Avenue 

7th Floor 

Montréal, Québec H3A 3K9 


Computershare Trust Company of Canada 
151 Front Street West 
Toronto, Ontario M5] 2N1 


OFFICERS 


Victor Mashaal 
Chairman of the Board & President 


Frank Daniel 


Secretary -Treasurer 


Richard Mashaal 
Vice-President 
President, Senvest International L.L.C. 


George Malikotsis, C.A., C.P.A. 


Vice-President, Finance 


Senvest Capital Inc. 

1140 de Maisonneuve Blvd. West, Suite 1180 
Montréal, Québec H3A 1M8 

514.281.8082 


Senvest International L.L.C. 
680 Fifth Avenue, Suite 1300 
New York, NY 10019 
212.977.2466 


Pennsylvania Properties Inc. 

1140 de Maisonneuve Blvd. West, Suite 1180 
Montréal, Québec H3A 1M8 

514.281.8082 
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